The lowa Office of Energy Independence

The Office of Energy Independence (OEI) was established in 2007 by Governor Culver
and the lowa Legislature to lead lowa’s energy independence efforts and administer the
lowa Power Fund. The lowa Power Fund was created to “further the goals of increasing
the research, development, production, and use of biofuels and other sources of
renewable energy, improve energy efficiency, and reduce greenhouse gas emissions, and
shall encourage, support, and provide for research, development, commercialization, and
the implementation of energy technologies and practices. The technologies and practices
should reduce this state's dependence on foreign sources of energy and fossil fuels. The
research, development, commercialization, implementation, and distribution of such
technologies and practices are intended to sustain the environment and develop business
in this state as lowans market these technologies and practices to the world.” (lowa Code
Chapter 469.9) The legislation authorizes $100 million in funding over 4 years, with
annual appropriations of up to $25 million, to provide access to capital for research and
development, early stage commercialization and education of energy-related projects in
lowa.

e To date, the lowa Power Fund has allocated $39,425,000 for 28 projects in lowa.
These projects have leveraged more than $202 million in additional funds. Many of
these investments are in biofuels, wind and wind manufacturing.

e The lowa Power Fund provides $2.5 million annually to community colleges for.
energy-related curriculum delivery and development, equaling more than $7 million
over the past three years.

e The lowa Power Fund was also tapped to assist with flood recovery, allocating $7.5
million to assist homeowners and businesses to rebuild with energy efficient
equipment and materials.

e Beginning this year, 4%, or more than $800,000 per year, of the lowa Power Fund
appropriation is earmarked to fund competitive projects for community energy
efficiency and renewable energy investments. Communities can apply for up to
$50,000 in funding to create local energy programs.

In addition to the lowa Power Fund, the OEl is résponsible for other duties, including those
of the federally designated state’s energy office (lowa Code Chapter 469.3):

e Leading outreach and public education efforts concerning renewable energy,
renewable fuels and energy efficiency

e Pursuing new research and investment funds from federal and private sources
Coordinating and monitoring all existing state and federal renewable energy,
renewable fuels and energy efficiency grants, programs and policy; this includes
administering the annual federal appropriation from the US Department of Energy
to the state energy office. '

e Advising the Governor and General Assembly concerning renewable energy,
renewable fuels and energy efficiency policy and legislation

e Developing an annual lowa Energy Independence Plan that identifies strategies to
maximize the use of emerging technologies, renewable energy and energy
efficiency; retain and create high quality jobs; enhance the development of and
encourage investment in the state’s bioeconomy; increase energy affordability; and
identify transportation, transmission and generation infrastructure investment
needs.
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Fee Collection

Office of Energy Independence
Economic Development Appropriations Subcommittee

February 4, 2010

e The Office collects fees to offset the costs of delivering the Building Energy

Smart Program. These fees are established in code:
473.19A

(1) Moneys received in the form of fees imposed upon the state, state
agencies, political subdivisions of the state, school districts, area education
agencies, community colleges, and nonprofit organizations for services
performed or assistance rendered pursuant to the building energy
management program. Fees imposed pursuant to this paragraph shall be
established by the office in an amount corresponding to the operational
expenses or administrative costs incurred by the office in performing services
or providing assistance authorized pursuant to the building energy
management program, as follows:
(a) For a building of up to twenty-five thousand square feet, two thousand
five hundred dollars.
(b) For a building in excess of twenty-five thousand square feet, an

additional eight cents per square foot.

(c) A building that houses more energy intensive functions may be
subject to a higher fee than the fees specified in subparagraph divisions

(a) and (b) as determined by the office.

(2) Any fees imposed shall be retained by the office and are appropriated to
the office for purposes of providing services or assistance under the program.

e At this time, the Office does not plan to raise these fees either by rule or
legislatively, nor do we plan to change the way we collect fees.

Efficiency Report Recommendations

All recommendations made by the Office were included in the efficiency report
developed by Public Works.

Efficiency Report Savings Information

The Office recommended that the state identify and implement all cost effective energy
management improvements in state facilities. The estimates of savings are:

Estimated Savings TOTAL
Year 1 Savings $460,000 $460,000
5 Year Savings $6.9 million $6.9 million

e These savings estimates were based on a projected potential for energy
improvement in buildings like those owned by the State. Energy consumption
and cost information has been collected since 2006 by the Department of Natural
Resources and Office of Energy Independence for the purposes of tracking the
results of Governor Vilsack’s Executive Order 41 and Governor Culver's




Executive Order 6. Generally speaking, it is possible to reduce energy
consumption in buildings by approximately 30% when making all cost effective
energy improvements.

o The Federal Energy Management Program established a goal of reducing
energy consumption in federal facilities by 35%, and has verified that
energy savings equaling 22% has been achieved. (source: Pacific
Northwest National Lab)

o U.S. EPA estimates that implementing energy efficiency measures can
save 20 to 40 percent on annual utility costs for new buildings and
between 20 and 30 percent for renovated buildings.

Because some state facilities completed energy-related improvements in the
recent past, it is reasonable to assume that the savings figure for lowa may be
conservatively estimated at 20%.

State Government Reorganization Bill

The recommendation to identify and implement all cost effective energy
management improvements in state facilities was not included in the State
Government Reorganization Bill.

The Office did not provide any savings information for the State Government
Reorganization Bill.

Privatization and Outsourcing

The Office currently outsources the activities that are reasonable to be
outsourced. This includes:
o Detailed, specialized technology reviews for the lowa Power Fund
o Direct outreach for the Building Energy Smart Program to schools,
hospitals, local governments and private colleges
o Temporary administrative assistance

The Office is seeking to outsource the following édtivity:
o Economic and financial expertise to improve lowans’ ability to finance
energy projects including energy efficiency, renewable energy and
biofuels

The Office also works closely with the private sector to provide the following
service for its programs: '
o Engineering and architectural services for Building Energy Smart
Program clients
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lowa Power Fund Job Creation and Retention

Recipients of the lowa Power Fund dollars have estimated that they have or will create/retain 619
direct jobs based on their approved projects. This number is a self-reported, direct jobs number and
does not include the full economic impact of the investments, immediate construction jobs associated
with project implementation, nor does it include jobs created when the projects are successfully

replicated.

The following economic analysis provides additional insight into job creation/retention estimates that
account for direct, indirect and induced employment: ' '

Methodology: The job numbers were calculated using the federal methodology of $92,000/ investment
per job to calculate job numbers. This job creation/retention number is a projection of the number of
job years that will exist at successful project completion. This is the methodology used at the federal
level to project job creation over time. The jobs created/retained are simply calculated by dividing the
total investment of the project by the federal figure. While the Office of Energy 'Independe'nce, Power
Fund Board and Due Diligence Committee comblete extensive technical and financial reviews, Power
Fund project success is dependent upon many factors. Technical success of research and development,
markets, energy prices and supplies, weather, and many other inputs may impact final results.

Justification for this methodology: This methodology accounts for the overall economic impact of
investments. It takes into account the direct, indirect and induced effects of an investment. Seeking job
numbers from a project manager for each project is one way to get job numbers; however, that fails to
capture the financial transactions that are outside the payroll. For example, if a company purchases
machinery from an eqmpment manufacturer, the mechanics assembling the machinery are paid for the
fabor, and therefore, should be counted as job creatlon/retentlon However, these economic activities
are unaccounted for when a project manager reports only the job numbers that are directly supported
by company’s payroll. In a similar fashion, a worker employed by the project uses his wages to make
economic transactions. As a result, he is indirectly supporting job creation/retention for other members

in the community.

However, this method does not take into account the full, long term effect of investments. As
technology is developed, and eventually deployed and commercialized, more money is invested which
creates additional jobs and economic development opportunities.



Power Fund Job Creation/Retention Projection

Other funding allocations

TOTAL

2790

Job Year* Creation/Retention| v Amount|
Applicant Name at project completion Approved funding Leveraged
POET Project Liberty © 1961.4 $14,750,000.00, $165,700,000.00
BioProcess Algae/Green Plains Renewable Energy Algae Project 453 $2,085,000.00 $2,085,000.00
lowa Stored Energy Park 56.5 $3,200,000.00 $2,000,000.00
Clean Gasification Platform for Renewable Power 35.8 $2,370,000.00 $922,112.00
I-Renew and Sustainability EXPO 2008 1.0 $41,000.00 $52,000.00
Energy Efficient Rebuild for lowa (lowa Green Corps and lowa o
Green Streets) 14.4 $450,000.00 $876,850.00
Efficient, Low Cost, Photovoltaic Solar Energy 23.4 $1,690,024.00 $463,500.00
2008 Biobased Industry Outlook Conference 3.7 $12,500.00 ' $325,000.00
Plug-In Hybrid Electric Vehicle (PHEV) 1.1 $19,000.00 $81,205.00
Reducing the Energy and Environmental Costs of Drying Corn
Distillers Grain ' 21.7] $1,500,000.00 $500,000.00
Biodiesel Research Center 12.8 $740,000.00 $439,000.00
TPI Wind Blade Advanced Manufacturing Initiative 68.5 $2,100,000.00 $4,200,000.00
Increasing the use of distillers grains in livestock diets:
Decreasing the impact of soluble fiber, antibiotics, and sulfate
in swine, poultry, and cattle diets 4.5 $172,994.00 $242,334.00
21st Century Green Energy Projects 55 $253,407.00 $253,407.00
2008 lowa Energy Poll 0.6 $51,456.00 $0.00
Mobile Solid Mass Briquette Plant 9.5 $250,000.00 $627,000.00
Sustainable Biomass through prairie grass 8.1 $612,300.00 $136,000.00
Amana Farms to Fuel 56.1 $1,082,575.00 $4,077,443.00
De\}elopment of Less Expensive Dye Sensitized Solar Cells 1.1 $78,681.00 $18,600.00
Novel Hydrogen Storage Materials for Fuel Cell Application 6.1 $400,000.00 $165,000.00
Utilizing Glycerol in Swine and Poultry 1.4 $66,550.00 $66,550.00
Making lowa's Cities Sustainable: The Fairfield Model for ’
Energy Security and Economic Viability 1.4 $80,000.00 $44,800.00
Vertical Wind Turbine Manufacturer - 4.6 $250,000.00 $171,885.00
lowa Alliance for Wind Innovation and Novel Development 81.5 $3,000,000.00 $4,500,000.00
I-Renew and Sustainability EXPO 2009 and 2010 15 $30,000.00 $110,000.00
Biodiesel Education Program 1.6 $50,000.00 $95,000.00
Trees Forever 10.5 $232,249.00 $738,401.00
Elevance - $13,250,948.00

* A job year Is an economic term meaning the creation of one year of work (2080 hours). Thus, 10 job years could be 10 jobs for one year each; 1 job for 10 years; or some combination in between.




